
How to 
set up in 
Netherlands

CRD/CRR Bank
This series is designed to help you understand the benefits and drawbacks of setting up your business 
in key European jurisdictions. Here, we provide a summary of the key issues and processes involved in 
setting up a bank in the Netherlands.

Simmons & Simmons has a team of experts, skilled in assisting clients with achieving the correct 
authorisation to establish their businesses across Europe. We use a series of tools to help streamline 
the process, making it as efficient, but cost-effective as possible.

What are the pros?
�� No material super-equivalent 
requirements
�� Broad domestic and treaty dividend 
withholding tax exemptions
�� Data protection legislation is 
very similar to the UK in terms of 
practical application

What are the cons?
�� 20% bonus cap for all employees 
– however there are exemptions 
available for employees who 
perform their activities outside of 
the Netherlands
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�� Systems and controls requirements are based on CRD IV requirements

�� Any legal form is permitted in theory, but in practice most banks are public limited companies 
(naamloze vennootschappen)

�� The board must reside in the Netherlands

�� A fitness and probity regime will apply to certain controlled functions, with persons in “pre-approval 
controlled functions” (eg directors, CEO, CFO, CRO, head of compliance, etc) requiring DNB approval 
before the role can be commenced (regime is similar to the UK approved persons regime)

Corporate 
governance

�� CRR/CRD IV requirements will apply 

�� Institutional lending (ie lending to non – consumers) does not require a banking licence in the 
Netherlands if the lender’s funding takes place in the wholesale market or from group companies

�� There is a requirement to take retail deposits in order to get authorised as a bank

�� Usually the Dutch regulator will not immediately permit a new bank to operate cross-border within 
Europe but will want to see how the bank operates for a while

Conduct of business 
Prudential rules

�� Licensing restrictions into other jurisdictions for marketing will need to be considered

�� Although delegation is generally possible, this is likely to require that any representative of the UK 
entity would need to be dual hatted (secondment arrangement probably suffice) to do the marketing 
into jurisdictions where a licence is required.

�� Dual hatting will need to be considered from a corporate perspective

Regulatory 
environment

Bank

�� The standard corporate income tax rate on income is 20% (for profits up to €200,000) / 25% (for 
profits in excess of €200,000)

�� No withholding tax on interest and royalty payments. Standard Dutch dividend withholding tax rate 
on outgoing dividends is 15%, however, a reduction or exemption may be applicable on the basis of 
EU Parent-Subsidiary Directive, a double tax treaty or by the use of a Dutch “cooperative”. So tax free 
repatriation to US, UK and a wide range of other jurisdictions is generally available

�� The Dutch transfer pricing legislation is based on the OECD arm’s length principles 

�� Income from employment is subject to income tax at progressive rates up to 52%. However, certain 
qualifying foreign employees that move to the Netherlands may be able to apply for a “30% ruling”, 
which may result in an effective income tax rate of 36.4% (instead of 52%)

Tax

�� Information on the application process is available here: (http://www.toezicht.dnb.nl/en/2/51-201882.
jsp)

�� As a result of the creation of the EU Banking Union, the ECB (in conjunction with national competent 
authorities (NCAs)) grants and withdraws any bank authorisation. Therefore, the process should be 
more streamlined than in the past

�� The ECB also takes “fit and proper” decisions – it assesses the suitability of new members of the 
significant banks’ management bodies

�� The process is iterative and involves submission of a template application form plus numerous 
supporting documents to the De Nederlandsche Bank (“DNB”) for review

�� A pre-submission meeting with the DNB is required (and is recommended in any event)

�� The DNB serves as the entry point for applications and notifications related to all authorisation 
procedures. A bank should use DNB’s forms for application or notification where available

�� There is a requirement to take retail deposits in order to get authorised as a bank

�� Feedback from the ECB is that it has a backlog of authorisation applications, so delays can be 
expected (we understand that the ECB is not outsourcing as much to the NCAs as it could)

�� In light of Brexit, the ECB is considering its approach and with what guidance it will provide firms

�� It usually takes six months from the applicant providing a complete application for a decision to be 
taken regarding a licence application. A decision should be taken within twelve months of the date of 
the application, but the backlog means that start to finish is more likely to be 12-18 months

�� The decisions are made following the ECB and DNB applying the Common Procedures – which include 
information as to expectations as to substance and people, including:

�– programme of operations

�– governance (fit and proper members of management bodies, suitable shareholders)

�– capital, liquidity and solvency

�– internal organisation (risk management, compliance, audit)

Licence/Passport 
Process

http://www.toezicht.dnb.nl/en/2/51-201882.jsp
http://www.toezicht.dnb.nl/en/2/51-201882.jsp
http://www.dnb.nl/
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�� Stricter remuneration rules apply on top of CRD IV remuneration requirements. In principal a 20% 
bonus cap applies to all employees. However, the following most important exemptions apply 
enabling a bonus cap higher than 20%:

�– A cap of 200% for staff predominantly (at least 50% of their time) physically working outside the 
EEA, subject to shareholder approval and the procedure as determined in CRD IV.

�– A cap of 100% is for staff predominantly (at least 50% of their time) physically working outside the 
Netherlands but within the EEA.

�– A cap of 100% is for staff of a Dutch ultimate parent company only (thus not its subsidiaries) if 
at least 75% of all staff within the group of companies has predominantly worked outside the 
Netherlands during at least three out of the last five consecutive years.

�� In addition, individuals who are not solely remunerated, based on a collective labour agreement 
(collectieve arbeidsovereenkomst), may receive a higher variable remuneration (with a maximum of 
100%) as long as the average bonus cap within the financial firm with regard to comparable individuals 
does not exceed 20%.

�� So, in case a financial firm would start a company in The Netherlands, with the majority of the 
activities of the employees located in the UK, Dutch law would allow higher bonuses. Since the UK 
will no longer be an EU Member State, the first exemption is applicable, implying that a bonus cap of 
200% applies to these individuals if the procedure of Article 94 paragraph 1 subparagraph g sub ii of 
CRD IV is carried out.

�� Notice: the statutory notice period for the employer is one month for the first five years of service. 
For each subsequent five years of service, the notice period is increased by one month (up to a 
maximum of four months’ notice)

�� Termination: there must be reasonable grounds for dismissal (limited grounds in the Dutch Civil 
Code), ie performance, conduct, etc. The employer will need the prior approval from the court or 
government to give notice of termination

�� Severance pay: in service for two years or more, 1/3 monthly salary for each year of service over the 
first ten years and 1/2 monthly salary for each year from ten years onwards (maximum: the higher or 
€75,000 or one annual salary)

Employment law

�� Legislation is based on EU directives and regime is very similar to the UK in terms of practical 
applicationData protection

�� The subsidiary will need to be registered with the tax authority and the Chamber of Commerce

�� No single entity representation” rule equivalent

�� Corporate considerations depending on actual structure

�� Not possible to convert branch into new legal entity

�� New entity to be established

Corporate

�� A Dutch bank may not outsource:

�– activities if this may hinder the adequate supervision by the Dutch regulator or have a negative 
effect on the quality of the bank’s independent internal audit; or

�– the tasks and duties of the day – to-day management (including determining the policy and 
rendering account with regard to the pursued policy).

�� No specific geographical restrictions, although access by the regulator to the insourcing party should 
be possible

�� Business must be conducted in the Netherlands to avoid concerns of forum shopping at the Dutch 
regulator

�� Marketing could probably be outsourced as it would not impede supervision of prudential rules, 
although subject to certain rules (eg maintaining a policy and procedures on its outsourcing and 
written outsourcing agreements satisfying certain requirements)

�� These rules would not apply if the insourcing party would be (a group entity) based in a Member State

Outsourcing

Bank
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